CAse No. 2020-00160
WATER SERVICE CORPORATION OF KENTUCKY
RESPONSES TO CoMMISSION’S ORDER DATED JUNE 26, 2020

28. a. Identify the electric utility that serves Water Service Kentucky's facilities
in Clinton.
b. Provide the monthly bills that were rendered to Water Service Kentucky
during the test period for electric service to its facilities in Clinton.
C. State the rate schedule(s) under which the electric utility provides electric
service to Water Service Kentucky facilities in Clinton. If service is provided under more than

one rate schedule, list for each rate schedule the facilities that are served under that rate schedule.

Response: a. Clinton is served by Kentucky Utilities.

b. Please see the attached labeled “Response to Staff DR 1.28 —
Clinton Electric Invoices” for all electric invoices included in the test-year

period.

C. Please see the attached labeled “Response to Staff DR 1.28c —
Clinton Electric” for a statement of rate schedules.

Witness — Rob Guttormsen
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CAse No. 2020-00160
WATER SERVICE CORPORATION OF KENTUCKY
RESPONSES TO CoMMISSION’S ORDER DATED JUNE 26, 2020

29. Provide an electronic version of the cost-of-service study filed with Water Service
Kentucky's application in Excel format with all formulas unprotected and all rows and columns
fully accessible. All formulas contained in the electronic version should be self-contained and

without any linked references to or macro commands involving external files.

Response: Please see the attached files entitled “Response to Staff DR 1.29 -
Consumption & Customer Decline” and “Response to Staff DR 1.29 -
COS & Design Workpapers”. Note that WSCK did not undertake a fully

allocated base extra capacity cost of service study.

Witness — Andy Dickson



CAse No. 2020-00160
WATER SERVICE CORPORATION OF KENTUCKY

RESPONSES TO CoMMISSION’S ORDER DATED JUNE 26, 2020

30. Provide a list, with descriptions, of all activities, initiatives, or programs

undertaken or continued by Water Service Kentucky since its last general rate case for the

purpose of minimizing costs or improving the efficiency of its operations or maintenance

activities.

Response:

WSCK continues to fine tune chemical doses reducing the need for
backwashing to 4-5 times per month. Each backwash cycle uses 60,000-
70,000 gallons of water. The Company began purchasing Phosphate three
times per year, instead of monthly, saving $100 per month in freight
charges. WSCK began purchasing calcium hypo-chlorite and lime from a
alternative vendor saving approximately $1,200 per year and began
purchasing Each-Tec in bulk, saving rate payers approximately $1,000 per

year.

WSCK initiated an apprentice program in 2019. Working with interested
students at Middlesboro Independent High School, we selected a candidate
who then worked 20 hours per week up until the COVID-19 outbreak. In
May of 2020, a vacancy for a full-time position became available and was
offered to the apprentice, who accepted the job. Since the apprentice
already had job training the transition to the field was seamless, saving
WSCK time that would have otherwise been spent training someone who

had not done an apprenticeship.

WSCK has also taken steps to moderate rate case expense in its request for
rate relief in this proceeding. The Company expects to save customers

significant rate case expense in this proceeding through:



CAse No. 2020-00160
WATER SERVICE CORPORATION OF KENTUCKY
RESPONSES TO CoMMISSION’S ORDER DATED JUNE 26, 2020

1. Elimination of the cost of an external rate of return expert by filing
operating margin rate cases, this saves rate payers approximately $50,000
in rate case expense. Legal expenses related to review of testimony,

discovery, and hearing prep related to that expert are also reduced; and

2. Internal preparation of WSCK’s financial exhibits, salary analysis,
rate design, as well as related testimony and discovery responses saves

rate payers $50,000 in rate case expenses at a minimum.

Witness — Stephen Vaughn and Rob Guttormsen



CAse No. 2020-00160
WATER SERVICE CORPORATION OF KENTUCKY
RESPONSES TO CoMMISSION’S ORDER DATED JUNE 26, 2020

31. Refer to the Application, Exhibit 5, the Direct Testimony of Robert Guttormsen
(Guttormsen Testimony), page 31. Water Service is requesting the Commission authorize a
Qualified Infrastructure Project (QIP) Tariff Rider. Provide the proposed language Water Service

of Kentucky proposes to use for its QIP Tariff Rider.

Response: The Company inadvertently omitted the QIP Tariff Rider from its
application. Please refer to the attached file entitled “Response to Staff DR
1.31 - Tariff Sheets 40.1 40.2 QIP”.

Witness — Rob Guttormsen









CAse No. 2020-00160
WATER SERVICE CORPORATION OF KENTUCKY
RESPONSES TO CoMMISSION’S ORDER DATED JUNE 26, 2020

32. Provide a detailed list of the projects that would be recovered through the first
five years of Water Service of Kentucky’s proposed QIP Tariff Rider. The list should include the

projected cost of each project and estimates of the QIP that would be required for each project.

Response: The Company has no projects earmarked for recovery under the proposed

QIP.

Witness — Rob Guttormsen
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WATER SERVICE CORPORATION OF KENTUCKY
RESPONSES TO CoMMISSION’S ORDER DATED JUNE 26, 2020

33. Explain in detail how Water Service of Kentucky's proposed QIP will function

and provide Water Service of Kentucky's proposed QIP formula.

Response: Please refer to the attachment provided in response to Staff DR 1.31.

Witness — Rob Guttormsen
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WATER SERVICE CORPORATION OF KENTUCKY
RESPONSES TO CoMMISSION’S ORDER DATED JUNE 26, 2020

34, Provide a sample calculation of the proposed QIP charge for year one.

Response: The initial QIP Surcharge is $0.00 as shown on the attachment provided in
response to Staff DR 1.31.

Witness — Rob Guttormsen
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WATER SERVICE CORPORATION OF KENTUCKY
RESPONSES TO CoMMISSION’S ORDER DATED JUNE 26, 2020

35. a Provide all written procedures, policies, and guidelines that Water Service
of Kentucky currently uses to rank and prioritize the replacement of its aging water mains.
b. If no written procedures, policies or guidelines exist, describe how Water

Service of Kentucky currently prioritizes or ranks the replacement of its aging water mains.

Response: Please refer to the attached file entitled “Response to Staff DR 1.35a -
GUI-WSC-Maintenance Guidelines”, item 9.

Witness — Rob Guttormsen






CAse No. 2020-00160
WATER SERVICE CORPORATION OF KENTUCKY
RESPONSES TO CoMMISSION’S ORDER DATED JUNE 26, 2020

36. Provide a schedule for the ten-year period ending calendar year 2019 listing the
annual rate of water main replacement (in miles) in Water Service of Kentucky's Middlesboro
service territory. Include the annual cost of the mains that were replaced and provide a detailed

reason for the main replacement.

Response: Please see the attached file entitled “Response to Staff DR 1.36 - WSCK
Capex 2010 - 2019 (Service Lines & Trans Mains)” tabs “Middlesboro
Capex Summary” and “Main Replacements - LF (SV)”.

Witness — Rob Guttormsen & Stephen Vaughn
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37. Provide a schedule for the ten-year period ending calendar year 2019 listing the
annual rate of water main replacement (in miles) in Water Service of Kentucky's Clinton service
territory. Include the annual cost of the mains that were replaced and provide a detailed reason

for the main replacement.

Response: Please see the attached file entitled “Response to Staff DR 1.36 - WSCK
Capex 2010 - 2019 (Service Lines & Trans Mains)” tabs “Clinton Capex
Summary” and “Main Replacements - LF (SV)”.

Witness — Rob Guttormsen & Stephen Vaughn
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38. List each Water Service of Kentucky affiliate that currently uses a tariff rider
similar to Water Service of Kentucky's proposed QIP Rider and state the frequency of its
general rate adjustment proceedings for the ten years prior to implementing the tariff rider and

the frequency of general rate adjustment proceedings since adopting the tariff rider.

Response: It is unclear what “similar” means. WSCK’s sister Company, Utility
Services of Illinois, Inc. expects the Illinois Commerce Commission to

issue a Final Order approving its QIP in August, 2020.

Witness — Rob Guttormsen
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39. Refer to the Application, Exhibit 5, Guttormsen Testimony, page 27. Mr.
Guttormsen testifies that over 80 percent of Water Service of Kentucky's investment in its
computers is depreciated on its financial books over eight years and another 10 percent of the

computers are depreciated over three years.

a Identify the depreciation lives used by Water Service of Kentucky for the

remaining 10 percent of its computer plant.

b. Provide Water Service of Kentucky's rationale for depreciating its

computer plant over different depreciation lives for its financial books.

C Provide any analysis or study prepared by Water Service of Kentucky or
its auditors showing that the book depreciation lives used by Water Service of Kentucky's to

depreciate its computer plant are reasonable.

d Provide any other form of documentation that supports Water Service of

Kentucky's proposed depreciation lives for its computer plant.

Response:
Years Cost %
3 8,636,873 15%
4 1,023,671 2%
5 1,086,953 2%
8 46,281,630 81%

a Total 57,029,126
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b. The Company’s short-lived assets, specifically computer software and
transportation, are held on affiliate books such as its service company. WSCK cannot adjust the

depreciation rates for assets which are not held on its books.

C We don’t have any studies or auditor opinions for computers. However,
computers are a very generic asset and our rates are similar to all other entities, regulated or

otherwise. Our auditors have never raised an issue with these rates.
d See the response to c. above.

Witness — Rob Guttormsen
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